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reduced by sound policies 


Will Defense Cuts Hurt Business? 


Even the modest adverse effects of possible 
reductions in defense spending can be 


MARCH, 


HE recent military actions in Suez and 
Hungary may make disarmament seem 
farther away than ever. This is an illusion! 

In reality these events are profoundly re- 
assuring. Suez indicates that great nations are 
willing, if necessary, to accept severe humilia- 
tions rather than pursue their national interest 
to a point seriously risking any sort of general 
war. Hungary indicates how deep flowing is 
the tide of freedom, even in the Soviet bloc, 
and how reluctant are the Soviets to resort to 
the sort of harsh measures which were routine 
under Stalin. It shows also how little of real 
value can be accomplished by military means 
in today’s world, even when one side has over- 
whelming local military superiority. 


Possibility of Disarmament 
Negotiations 
All in all, these events have tended to under- 
mine faith in the utility of large conventional 
armaments and in local military engagements. 
Once faith is weakened that these armaments 
will ever be used, or that much can be ac- 
complished by their use, then the question 
arises “Why spend the money on them?”— 


About the Author— 

Dr. Benoit is Associate Professor of International 
Business at Columbia University. He has taught at 
Harvard, Illinois, and Wells College; and has been an 
economist in the War Production Board, the Depart- 
ment of Labor, American Embassies in London and 
Vienna, and the McGraw-Hill Publishing Company. 
He has written extensively on economic, political, and 
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and the stage is set for serious disarmament 
negotiations. 

The continuing hostility and expansionist 
objectives of the Soviet leadership makes uni- 
lateral disarmament by the free world un- 
likely. But mutual cuts, on an agreed basis, 
and with effective measures to assure compli- 
ance, need not affect the relative balance of 
forces nor reduce the security of either side. 

In fact, diverting more resources from de- 
fense to raising living standards may be the 
only way the Communist leaders can head off 
the massive wave of popular discontent now 
assuming explosive forms and constituting the 
most real and urgent threat to their existence. 

We, on our side, with the experience of the 
Middle East debacle before us, may come to 
realize that shipping arms promiscuously to 
any nation potentially a victim of Communist 
aggression, without regard to the democratic 
character, integrity, or even common sense of 
its leaders, may seriously threaten our own 
security. All in all, the possibilities for con- 
structive statesmanship in the present situa- 
tion are far larger than popular and superficial 
comment would suggest. 


Fear of Effects of Arms Cuts 


The new U. S. proposals on disarmament, 
presented to the UN in January, restore to us 
some measure of flexibility. We can now dis- 
cuss cuts in armed forces, or conventional 
armaments before working out a water-tight 
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inspection or security system—particularly as 
applied to atomic armaments. 

This new willingness to tackle the problem 
by separate and easy stages may yield con- 
siderable results. Moreover, the economic im- 
pact of such cuts may be greater than the 
actual reduction in military potential, for it is 
the expensive conventional forces which de- 
liver “less bang for a buck” that will be cut 
first. 

Precisely for this reason we seem likely to 
encounter a concealed form of resistance based 
on half-conscious fears that arms cuts would 
necessarily undermine our prosperity. If we 
appeared to be heading into a period of at least 
mild recession, such fears would be particularly 
strong. 

Unless these fears are dispelled, our dis- 
armament negotiations will lack conviction 
and enthusiasm, and other nations will ques- 
tion our sincerity. Especially if the Soviets are 
astute enough to be reasonable in the matter 
of inspection, we may be put in a position 
where we shall have to fish or cut bait on dis- 
armament. To stand irresolute, or to stall by 
insisting on prior political concessions, could 
lose us our moral ascendancy in remarkably 
short order. That is why we must take a good 
hard look at these fears of depression in con- 
nection with arms cuts. 


Cuts Create Two Problems 


Defense cuts create two quite distinct prob- 
lems. The first problem is adequacy of de- 
mand. The second is the problem of recon- 
version and its costs. Discussion of public 
policy gets hopelessly muddled if these prob- 
lems are confused. 

The problem of demand is this: when de- 
mand for armaments is cut back, there must 
be an offsetting increase in the demand for 
other goods and service, or total demand will 
shrink, and business activity will slow down. 
Few economists now believe that offsetting in- 
creases in demand can be trusted to occur 
spontaneously and promptly. Most of us now 
recognize that a major decline in demand, 
from whatever source, is a real danger to eco- 


nomic stability, and may have to be offset by 
positive public policies. More on this point in 
a moment. 

The second problem—the problem of re- 
conversion—is this. Even if total demand is 
adequate, even if there are plenty of new 
economic opportunities, painful readjustments 
are required. Workers face periods of unem- 
ployment, and require retraining or relocation. 
Managements have to reorganize patterns of 
production. Investors have to discard machin- 
ery prematurely, and face the loss of antici- 
pated profits, etc., etc. 

Any shift of human and material resources 
from one kind of production to another always 
takes time, and involves real costs. Who will 
pay these costs? 

If these costs have to be borne entirely by 
the people most directly affected, there will 
inevitably be political resistance to the changes 
in public policy which entail such shifts. 
Therefore, as a matter of equity as well as 
political realism, it may be well to try to get 
the nation as a whole to cover part of the costs 
resulting from sudden changes in national 
policy. Exactly the same issue arises in cutting 
tariffs. 


Cuts in 1947 and 1954 


The following examples give some idea of 
what defense cuts might do to demand. In 
1947, defense spending was cut by $12 billion. 
(These figures, and other defense and Nation- 
al Product estimates are adjusted to 1956 
prices.) This cut was then a good sized chunk, 
namely 4 per cent, of total production (Gross 
National Product). Yet total production 
hardly declined at all. Here then was a major 
defense cut that hardly disturbed economic 
stability. 

In 1954, on the other hand, there was a 
defense cut of $9.8 billion. This was only 2.5 
per cent of the Gross National Product—in 
contrast to the 4 per cent cut of 1947. Yet the 
effects were somewhat more serious. GNP 
dropped by $9 billion, very nearly the full 
amount of the arms-cut. This was not catas- 
trophic, but it was a recession. 
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Why did it happen? Very simply because 
total demand was allowed to drop off. The 
government cut not only defense spending, 
but non-defense spending as well, by an addi- 
tional $2.5 billion. Nor were private spenders 
allowed to benefit by the cuts in government 
spending. Despite all the to-do about tax cuts, 
Federal cash receipts dropped by only 1.5 bil- 
lion, and this was fully offset by an equivalent 
rise in the revenues collected by state and 
local governments. In these circumstances it 
was hardly surprising that demand and eco- 
nomic activity fell off, and it was a fine indi- 
cation of the resiliency and basic confidence in 
our economy that the decline was such a mild 
one. 

The relatively much larger defense cuts of 
1947 had no such depressive effects because 
over-all demand was maintained. The expan- 
sionary factor here was the delayed impact of 
the enormous wartime budget deficits. War- 
time deficits of over $207 billion had generated 
purchasing-power faster than it could be 
spent. As a result personal liquid assets grew 
by the astronomical sum of $157 billion. When 
more goods became available in 1947, con- 
sumers began to spend with unusual freedom. 
The net rate of saving declined to the phenom- 
enal low of 2.5 per cent compared to a normal 
figure of 5 to 8 per cent. The lift in current 
spending from this factor alone I estimate at 
upwards of $6 billion. In addition, govern- 
ment non-defense expenditures were increased. 
And business, fortified by substantial tax re- 
funds and by $4 billion of additional bank 
loans, greatly raised its spending on capital 
goods and inventories. 


The Fundamental Rule 


These and other experiences suggest a 
fundamental rule of future safety in these 
matters, to wit: Except under clearly infla- 
tionary conditions, every dollar saved on 
defense should be immediately spent on other 
government programs, or handed over to pri- 
vate spenders (individual and corporate) via 
tax reductions. 

We ought not to try to reduce defense ex- 
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penditures and the national debt at the same 
time. The economy should be given a chance 
to recover from the drastic surgery of major 
defense cuts, before putting it through the 
wringer of debt liquidation. Only under excep- 
tional conditions, when expenditure is clearly 
running too high, are we justified in putting 
our defense savings into debt reduction instead 
of into some substitute type of expenditure. 

This issue is even more important now, and 
for the future, than it has been in the past. 
In the past, heavy defense programs have been 
partly deficit-financed. Today they are being 
financed within the framework of a balanced 
budget or one that is actually in substantial 
surplus. Thus any defense cuts from here on 
out will have immediate deflationary effects, 
unless offset immediately by rising expendi- 
ture of some other type. 

Of course not even the best fiscal policy can 
achieve a perfectly smooth and instantaneous 
shift of resources between sectors. Major shifts, 
in the absence of physical controls, are likely 
to involve inflationary stresses in some sectors, 
often accompanied by deflationary stresses in 
others. The point is only that a policy of care- 
fully avoiding budget surpluses in such periods 
will provide the best fiscal environment for the 
equilibrating tendencies to work themselves 
out with a minimum of hardship and waste. 


Spending vs. Tax Cuts 


I have advocated new government spend- 
ing or tax cuts to the full extent of any savings 
on defense. Which of these two alternatives is 
chosen makes comparatively little difference, 
so far as maintaining prosperity is concerned. 

It’s true that tax cuts may have slightly 
less initial leverage, since part of these may at 
first be saved rather than be spent. This is, 
however, a refinement, the practical signifi- 
cance of which has been considerably over- 
emphasized in the technical literature. The 
fact is that, except in periods of investor dis- 
couragement and hoarding, additional savings 
do pretty promptly get back into the expendi- 
ture flow via new investment. 

Moreover, if the tax cuts are thoughtfully 
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arranged to provide the maximum incentive to 
investment, invention, enterprise, and hard 
work, then their expansive effects may be quite 
considerable. Even such relatively blunt in- 
struments as accelerated depreciation, and 
reductions in the tax rate on retained cor- 
porate earnings may give useful results. We 
have only begun to explore the possibilities 
along these lines. 


Some Possible Public Programs 


At certain times, however, expansion of 
public programs may actually be far more 
urgent for the nation than any further increase 
in private consumption or investment. At a 
given stage, for example, it may get to be more 
important to build roads on which autos can 
run, than to have more autos, or more plants 
to build autos. (I must admit that every time 
I get into a traffic jam I suspect that maybe we 
are well beyond that stage! ) 

And from a long run point of view it may be 
vitally important to help underdeveloped 
countries to industrialize in freedom, not only 
that their freedom may be preserved, but so 
that their vast human and material resources 
are not ultimately captured, and directed by 
our enemies toward our own destruction. 

There is certainly no lack of government 
programs that might fittingly absorb some of 
the resources released by disarmament. Which 
programs are most urgent is a matter of opin- 
ion and one’s sense of values. But the total 
sum of such needs is enormous. On a con- 
servative estimate the backlog of needs for 
domestic public work programs of the con- 
ventional type—highways, schools, hospitals, 
water supply, urban redevelopment, etc.— 
comes to over $200 billion, five times our cur- 
rent annual spending on defense. 

We could find excellent use for an additional 
$2.5 billion a year for medical research, and 
for subsidizing the costs of medical insurance. 
This would not be enough to make first rate 
medical care available to all, but it would 
bring us much nearer to the conquest of can- 
cer, heart disease, and mental illness—and 
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could presumably eliminate a tremendous 
volume of unnecessary suffering. 


Needed: More Scientists 
and Engineers 


There is one area of special need. This is the 
area of higher education, particularly the 
training of scientists and engineers. In a re- 
cent article’ I pointed out that the Russians 
are now training almost three times as many 
engineers and scientists as we—of roughly 
comparable quality—and are growing indus- 
trially about three times as fast. I concluded 
that our world leadership in technology, and 
possibly our survival as a nation, will be 
threatened if we allow ourselves to lag behind 
Russia in the training of scientists and engi- 
neers, and that a crash program to double our 
output of scientists and engineers is urgently 
needed. 


A Defense Cut Program 

The foregoing discussion has been in rather 
general terms. Let us look for a moment at 
the kinds of defense cuts that we are actually 
likely to face in the event of an armaments 
agreement. The most realistic basis for imag- 
ining what would be involved is to assume that 
the British-French-U.S. disarmament pro- 
posals of 1955 were accepted.? This plan 
called for cutbacks to 1.5 million men for the 
U.S. and the USSR. If in practice the cutback 
is less severe, as now proposed by our govern- 
ment, then the economic disruptions will be 
even smaller, and will cause less difficulty than 
those we shall now examine. 

Note that the plan is visualized as going 
into effect by stages. This principle the Rus- 
sians have now accepted, although there is not 
yet agreement about the timing and content 
of these stages. Assuming some such plan were 
accepted, U. S. defense expenditures might 
decline as follows: 

*“Competitive Coexistence: Can We Win?” in The 
Antioch Review, Summer 1956. 

* I am indebted to Mr. Robert Ulin of the McGraw- 
Hill Publishing Company for the idea of using this 


plan as a basis for analysis, and for the hypothetical 
pattern of cutback by stages. 
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Stage of Defense Defense Cut 
Calendar Years Disarmament Expenditures GNP as % of GNP 
$billions in 1956 prices 

1956 Not in effect. 41.4 411.5 
1957 Not in effect. 43.7 426 

Bomber and Missiles 

programs still growing. 
1958 First stage. 38. 441 1.3% 
1959 Second stage. Ky 456 1.3% 
1960 Third stage. 27. 472 1.0% 
1961 Plan complete. 22. 488 1.0% 


The $22 billion terminal figure is, if any- 
thing, on the low side. It cost us $19 billion 
in 1949 to maintain a 1.5 million man defense 
force, when weapons were far less expensive 
than today. Even the 1949 defense program 
would cost over $23 billion today. 


The Smallness of the Cuts 


The most significant thing in this picture 
is that in no year will the defense cut under 
the assumed conditions exceed 1.3 per cent of 
the GNP. It should be remembered that in 
1955 we witnessed a defense cut equivalent to 


- 1 per cent of the GNP. This was without any 


obvious harmful effect: in fact 1955 was the 
year of the most rapid peacetime growth in 
our history. 

The point is then, that if defense cuts pro- 
ceed as now contemplated they should be of 
relatively the same order of magnitude as that 
which was so painlessly put through in 1955. 

Another comparison may also help to restore 
perspective. We are talking of cuts amounting 
to only 1 to 1.3 per cent of GNP, as compared 
to a normal growth rate in GNP of 3.5 to 4 
per cent a year. Clearly if basic growth trends 
are maintained, the worst we should expect is 
merely some slowing down in the growth 
achieved in years of defense cuts. 

The example we have used does not involve 
complete disarmament. Even complete dis- 
armament proposals, at least as put forward 
by responsible people, have usually involved 
the building up of an international defense and 
inspection force for deterring aggression. Our 
contribution to such a defense force would pre- 
sumably be a significant one. It seems likely 
also that we would greatly expand our expendi- 
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tures for research, passive defense (i.e. civil 
defense, urban decentralization, stockpiling of 
food and vital components, etc.), and foreign 
economic assistance as our purely military de- 
fense expenditures shrank. Thus whether one 
calls these expenditures “defense” or not, it 
seems quite unlikely that they would ever drop 
to zero though they might, under favorable 
conditions, go below our assumed $22 billion 
terminal point. 

But—and what is most important from the 
point of view of economic stability—it seems 
unlikely that they would ever decline, in any 
one year, by as much as 1.5 per cent of the 
GNP. In view of the slowness with which con- 
fidence between nations can be reestablished, 
and dependable controls contrived and in- 
stalled, it seems utopian to imagine that dis- 
armament could proceed at any rate more 
rapid than this. If we are unable to offset a 
drop in demand of such minute proportions 
then we shall be doing a pretty poor job of 
economic stabilization! 


Easing Painful Readjustments 


All this may still seem like pretty global 
thinking to the aircraft worker in Los Angeles 
who is wondering what happens to him in the 
event that the particular contract his firm has 
with the Navy gets cancelled. A special study 
prepared for the Southern California Research 
Council showed that employment increased in 
Los Angeles by 415,000 since 1950, of whom 
95,000 are in the aircraft industry. It con- 
cluded that a 50 per cent cut in defense spend- 
ing would directly result in layoffs of 120,000, 
and a 100 per cent defense cut would directly 


create 230,000 unemployed. Such situations 
could be duplicated in many other areas. 

Problems of this sort are very real, and it 
does no good to wave them away with refer- 
ence to the satisfactory over-all state of the 
economy. Painful readjustments may be re- 
quired of particular individuals and com- 
munities, and there is a real need to plan in 
advance how these readjustments may best be 
eased. 

A wide variety of measures should be con- 
sidered for their potential contribution to this 
objective. Among measures of possible bene- 
fits to business are those to assure responsible 
termination of defense contracts, with prompt 
compensation for losses incurred thereby (in- 
cluding, conceivably, retroactive depreciation 
of specialized defense facilities not yet fully 
depreciated); speedy and businesslike dis- 
position of government owned surplus supplies 
and facilities, especially those convertible to 
peacetime use; and special loans, if needed, to 
assist small subcontractors to reconvert. 

Labor could be correspondingly benefited by 
a general strengthening of the government 
employment services and unemployment com- 
pensation systems, and by the provision of 
funds for making generous low-cost loans for 
the retraining or relocation of workers facing 
major readjustments beyond their financial 
capacities. 


How to Facilitate Reconversion 


Space is lacking here to discuss reconversion 
problems in any detail. On this topic, I will 
say only this. My own experience as a post- 
war planner in the U. S. Department of Labor 
in World War II led me to the conviction that 
sometimes the readjustment problem viewed 
in detail looks a good deal tougher than it 


actually turns out to be. Some distinguished 
economists rather went off the deep end in 
estimating how many unemployed we were 
likely to have during the period of demobiliza- 
tion and reconversion. 

The thing that falsified these pessimistic 
predictions was, I think, that all of us under- 
estimated the enormous flexibility, ingenuity, 
resourcefulness, and dynamism of the Amer- 
ican economy provided total demand is ade- 
quately maintained. | am emphasizing this 
proviso, because I think it is so important. If 
demand is kept up, as it most certainly was in 
1946 and 1947, if the market is there and 
known to be adequate, then American enter- 
prise, energy, and mobility can be trusted to 
make the required changes with great speed, 
and to come up with a new pattern of produc- 
tion that fully employs the available resources, 
and meets the existing demands. 

In this connection I would like also to pay 
tribute to the magnificent work of the Com- 
mittee for Economic Development, a group of 
far-seeing and public spirited businessmen 
who alerted American business to the need for 
individual business-by-business planning for 
the necessary changeover to peacetime produc- 
tion. In this crusade, some of the trade unions 
also played a major part. 

This experience and the experience we have 
had in cutting back defense expenditure after 
the Korean War, are to me profoundly re- 
assuring. With a modest amount of good sense, 
and good planning, it seems to me we ought to 
be able to take any realistically probable rate 
of defense cutbacks with little if any dis- 
comfort. Perhaps we may one day even get to 
be able to see them for what they are: as eco- 
nomic windfalls enabling us in the future to 
lead lives less full of fear, and more full of the 
positive goods to which we all aspire. 
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in the United States and Michigan 


Projections of population, labor force, and incomes 


The Long-Range Outlook 
for the Michigan Economy 


HE past decade has been a period of tre- 

mendous growth and prosperity for Michi- 
gan. Likewise, the American economy as a 
whole has been bursting at the seams. At the 
same time, the American way of life has been 
undergoing far-reaching social and economic 
change. Most of these changes are quite ob- 
vious. They include the trend toward family 
living and the surge of population to the 
suburbs. 

Among the consequences of these changes 
are the tremendous amount and changing char- 
acter of residential construction, and huge in- 
creases in the demand for all kinds of durable 
consumer goods, automobiles, appliances, etc. 
Along with all this, there has been a great 
increase in the need for services in the form 
of schools, roads, electric service, and tele- 
phone service. 

Concurrently, with these changes in the 
people’s way of life have come basic economic 
changes. Incomes have not only increased but 
they have become more uniformly distributed 
thereby creating mass markets for all kinds of 
goods and services. 


About the Author— 
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Will These Trends Continue 
Forever? 


It is impossible to say whether this sort of 
thing can go on forever. We cannot blandly 
extrapolate the rising curves of gross national 
product and personal income into the infinite 
future, but it is fairly certain that great 
changes in people’s basic social and economic 
behavior will not occur overnight. So perhaps 
it is not venturing too far to suggest that the 
basic factors which have contributed to the 
growth of the economy during the last decade 
will continue to be forceful during at least the 
next decade. 

Therefore, in contemplating the long-term 
economic outlook for Michigan, let us first see 
how Michigan has fared in comparison with 
the national economy during the last decade. 
We shall find that the Michigan economy has 
outpaced the national economy during that 
period in terms of population, employment, 
and personal income. 

Then, if we assume that the national econ- 
omy will continue to grow during the next few 
years at the same rate as it has in the past 10 
years, we can speculate about the growth of 
the Michigan economy, assuming that the 
Michigan economy will continue to outpace 
the national economy by the same margin that 
it has during the last 10 years. In this way we 
can establish a potential future growth of the 
Michigan economy against which we will be 
able to assess the nearer-term outlook. 
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Finally, we can ask ourselves what prospects 
we have for achieving this potential economic 
growth in Michigan, and what measures can 
be taken to assure that it will come to pass. 


Population Forecasts: United States 


During the past 10 years the population of 
of the U.S. has grown from 140,000,000 to 
167,000,000. This is a greater absolute increase 
than has occurred in any previous decade. It 
has been the result of an astounding increase 
in birth rates, accompanied by continued 
progress in the reduction of mortality rates. 

Many estimates have been made of the 
population at future dates. These estimates 
are usually made by estimating the number of 
births and deaths year by year into the future. 
The number of deaths can be calculated with 
reasonable accuracy because mortality rates 
are predictable within narrow limits. The num- 
ber of births in the future are, however, ex- 
tremely conjectural. They are usually esti- 
mated by applying assumed fertility rates to 
the age distribution of the female population, 
the fertility rate being the number of births per 
thousand females in specific age brackets. 

Recently, the Bureau of the Census made a 
forecast of the population called the AA esti- 
mate. It is based on the assumption that fer- 
tility rates that prevailed during the period 
1953-1955 will remain constant during the 
next 10 years. This estimate would put the 
total population of the U.S. at 197 million in 
1966. 

Another widely used estimate of the Bureau 
of the Census is known as the C estimate. This 
estimate is based on the assumption that fertil- 
ity rates will decline from 1950-53 levels in a 
linear fashion to the prewar level by 1975. This 
estimate would put the population of the U.S. 
at 188 million by the middle of 1966. 

It is hard to tell which of these estimates is 
the better. For various reasons, many popu- 
lation experts feel that there will be some 
decline in fertility rates. One argument is that 
people have been marrying at earlier ages and 
have built up rather large families. This being 
so, it is probable that there will be some drop 


off in fertility as these young people reach 
older ages. In other words, there is some evi- 
dence that there has been some inventory 
accumulation in our baby stocks. 

On the other hand, there has been very little 
indication of a reduction in production and 
delivery rates. 

On balance, there seem to be good reasons 
for assuming that the population increase in 
the U.S. will be about the same numerically 
during the next 10 years as it has during the 
past 10 years. This would put the population 
of the U.S. at 194.3 million in 1966, a figure 
which is lower than the Census AA estimate, 
but higher than the C estimate. 


The Age Groups 

The level of the total population is of in- 
terest and has many economic implications, 
particularly with respect to the size of the 
working age group as related to the size of the 
dependent age group. However, the size of the 
adult population, which is here defined as the 
population 18 years of age and older, is prob- 
ably the most important. 

The size of this age group measures the 
potential size of the labor force. It is also the 
portion of the population which contributes 
most directly to household formation, and it 
is that part of the population which contributes 
most directly to the market for the important 
economic durable goods such as resideniial 
housing, automobiles, appliances, etc. 

Furthermore, the size of the population that 
will be 18 years of age and over is not only 
more important economically than the size of 
the total population, but it is predictable 
within narrow limits. These people have al- 
ready been born and the number that will be 
with us in 1966 can be predicted with reason- 
able certainty. The number of people in the 
age group 18 and over has grown from 98 
million to 109 million in the last 10 years and 
is expected to grow another 14 million to 123 
million in the next 10 years. 


Population Forecasts: Michigan 
Now let us take a look at Michigan’s popu- 
lation. It is much more difficult to predict the 
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level of the population of an individual state 
than it is to predict the population for the 
nation as a whole. This is because of the amaz- 
ing mobility of the population. For example, 
in Michigan during the past 10 years some- 
what more than one-third of the population 
increase has been due to immigration, the re- 
mainder being due to the excess of births over 
deaths. 

The Bureau of the Census has made a 
number of statistically erudite estimates of 
population by states at future dates. The low- 
est of these estimates would put the population 
of Michigan at about 8,490,000 in 1966 and 
the highest would put it at 8,989,000. 

Another way of estimating the future pop- 
ulation of Michigan is merely to assume that 
the increase in the adult population will be 
the same during the next 10 years as it has 
been during the past 10 years, and then to add 
the people under 18 years of age by means of 
a ratio that appears reasonable in relation to 
other factors. This would predict an adult 
population in Michigan of 5,676,000 in 1966 
and a total population upwards of 8,950,000 
which is close to the highest of the Census 
estimates. 

Thus we have the first of our measures of 
the potential growth in Michigan during the 
next decade. Growth in total population should 
be about 145,000 per year, and growth in the 
adult population should be about 77,000 per 
year. 


Income Forecasts: United States 


Now let us turn to Gross National Product 
and personal income. The GNP is the measure 
of the total output of goods and services of the 
economy as a whole in dollar terms. 

As in the case of population, there are as 
many predictions of GNP as there are fore- 
casters but many of the predictions fall within 
a fairly narrow range. Most of the predictions 
as to the level of the economy at a future date 
are based on assumptions as to the size of the 
total population, the size of labor force, and 
the productivity of the labor force. The predic- 
tions are usually made in terms of constant or 


real dollars which means that we have to ad- 
just our sights with respect to both the past 
and the future as prices rise. The GNP meas- 
ured in 1955-size dollars rose from about $287 
billions in 1946 to $406 billions in 1956. 

Perhaps we should mention two estimates of 
the GNP in 1966 that have been prepared fairly 
recently. The Bureau of National Affairs has 
estimated the GNP in 1966 at $565 billions 
and Dr. Burns, when Chairman of the Council 
of Economic Advisers, put it at $600 billions. 
For the purpose of this discussion, I have used 
a figure of $573 billions which implies that the 
GNP will grow during the next decade at the 
same rate that it has in the past decade—42 
per cent. 

The relationship between GNP and personal 
income for the U.S. as a whole has been fairly 
constant over the years; and if present rela- 
tionships continue, a GNP of $573 billions in 
1966 would be equivalent to personal income 
of $458 billions. This would imply a personal 
income per adult of $3,715—about 23 per cent 
above the 1956 level of $2,943. 


Income Forecasts: Michigan 


It is not possible to estimate the GNP for 
an individual state because the necessary data 
are not available. Personal income, however, 
forms a large part of GNP, and personal in- 
come is obtainable by states. Personal income 
measures the total income of individuals aris- 
ing out of wages and salaries, proprietorships, 
rent, dividends, social insurance, etc. It is an 
important indicator of economic growth for 
the Nation or for an individual state such as 
Michigan. 

With an estimated personal income of $458 
billions for the U.S. as a whole in 1966, what 
will be the level of personal income in Michi- 
gan? 

One way of making such an estimate is to 
compare personal income per adult for the 
U.S. and Michigan. If this is done, we find that 
over the years personal income per adult in 
Michigan has exceeded that for the U.S. as a 
whole by about $200. If this relationship 
should continue, then personal income per 
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adult in Michigan in 1966 would be about 
$3,915 or $200 above the figure that we 
derived for the U.S. as a whole. On this basis, 
personal income for Michigan as a whole 
should rise to $22 billions by 1966. 

During 1956, personal income in Michigan 
in 1955 dollars was $15.4 billions. If we estab- 
lish $22 billions as the potential level of 
personal income in Michigan in 1956, we 
have developed the second of our measures of 
potential economic growth for Michigan— 
personal income should increase by about 
$600,000,000 per year in terms of the 1955 
level of prices. 


Employment Forecasts: 
United States 


Turning now to employment, let us look at 
Chart 1. This chart shows the history of em- 
ployment levels in the U.S. broken down into 
two categories: employment in the goods pro- 


CHART 1 
U.S. EMPLOYMENT 
MILLIONS 
40 40 
od 
35 35 
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ducing industries and employment in the 
service industries. The figures shown on this 
chart were prepared by Mr. Ewen Clague, 
Commissioner of the Department of Labor 
Statistics, and show an important change in 
the nature of the U.S. employment. Employ- 
ment in the goods-producing industries which 
include manufacturing, mining, construction, 
and agriculture has shown no very great 
tendency to grow during the past 10 years, 
while employment in the service industries has 
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grown at a rapid pace. If we extrapolate the 
progress of the past 10 years, we find that 
employment in the goods-producing industries 
in 1966 would be about 29 million, and in the 
service industries would be about 38 million. 

This chart has some interesting economic 
implications. Productivity in the goods-pro- 
ducing industries has been rising much more 


TABLE 3 
U.S. EMPLOYMENT 
In Millions 
Goods 

Year Producing _ Service Total 
1946 27.3 24.4 51.7 
1947 28.8 25.2 54.0 
1948 29.0 25.9 54.9 
1949 27.3 26.1 53.4 
1950 27.8 26.5 54.3 
1951 28.6 27.7 56.3 
1952 28.5 28.5 57.0 
1953 29.5 29.0 58.5 
1954 27.8 29.1 56.9 
1955 28.4 29.8 58.2 
1956 27.4 31.1 58.5 
1966 29.0 37.7 66.7 


Source: 1946-1956 Read from chart used by Ewen 
Clague, U.S. Department of Labor. 
1966 Projection by Business Research Dept., 
Mich. Bell Tel. Co. 


rapidly than productivity in the service in- 
dustries. Inasmuch as an increasing proportion 
of employment in the future will probably be 
in the service industries, it does not seem likely 
that the overall rate of productivity during 
the past decade can continue through the next 
decade. 

Employment Forecasts: Michigan 

Now let us examine the employment figures 
for Michigan on Chart 2. The figures show 
that employment in the goods-producing in- 
dustries has grown from 1,318,000 in 1947 
to 1,353,000 in 1956, or at a rate of about 
4,000 per year. The growth has been irregular 
and reflects the effects of the recessions of 
1949 and 1954 and the peak employment that 
occurred in 1953 as the consequence of the 
Korean war. 

Employment in the service industries, on 
the other hand, has been both vigorous and 


steady. It increased from 1,110,000 in 1947 
to 1,394,000 in 1956 or at the rate of 31,000 
7 to 32,000 per year. If growth in the service 
industries continues at this rate, and if growth 
.) in the goods-producing industries continues at 
g 
the rate of 4,000 per year, Michigan would 
ot achieve employment of 1,709,000 in the service 
= industries and 1,393,000 in goods-producing 
=| w industries by 1966. This is a total employment 
CHART 2 
MILLIONS 
et S 
3) 
5 
é 
BEE 
| + 5 E of 3,102,000 which together with unemploy- 
ment of about 150,000 would predict a labor 
force of 3,252,000. On this basis, the labor 
4 hg ae force would be 57% of the adult population 
= 3 : g which is just about the level that it was in 
These then are the potentials for growth of 
We the Michigan economy in the next 10 years 
ES a2 based on the assumption that the Michigan 
: ere § economy will continue to outpace the national 
g a ee is economy as it has during the past 10 years. 
wo 
GROWTH FACTORS IN THE MICHIGAN 
ECONOMY 
3 Potential Annual Growth 
4 Total population 145,000 per year 
= = Adult population 77,000 per year 
J one 
8 Personal income $660 million per year 
Employment—goods 4,000 per year 
—services 31,500 per year 
Labor force 36,000 per year 
vs Prospects for the Future 
8 FFEIFLGSLBBR S What, then, are the prospects that these 


potentials for growth in Michigan will be 
achieved in the next 10 years? 
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We know that growth of such great strength years, 1954 and 1955, the labor force actually 
and of such large proportions will not just declined; and in 1956 the labor force increased 
happen automatically. We know also that the only by 20,000 which is about half of the 
objective growth in employment in the goods- objective growth of 36,000 per year that is 


producing industries is at the rate of only needed to meet our 1966 potential. 

4,000 per year which is not large. But it is Furthermore, 1956 was the sixth successive 

tremendously important. year in which Michigan automobile employ- 
And there have been some rumblings of ment declined when measured as a proportion 

thunder over the horizon which should serve of total automobile employment in the U:S. 

as a warning of possible future storms. For In 1947 two out of eleven people who were 

example, in two out of three of the most recent employed in Michigan were in automotive 

TABLE 5 


LABOR FORCE AND EMPLOYMENT ESTIMATES 
STATE OF MICHIGAN 


(Thousands) 

Average for Average for 

Year 1947 Year 1956 
TOTAL LABOR FORCE 2540 2934 
Agricultural Employment 185 156 
NON-FARM LABOR FORCE 2356 2778 
UNEMPLOYMENT 103 188 
Percent of Total Labor Force 4.0 6.4 
Workers Involved in Labor Disputes 8 3 
TOTAL NON-FARM EMPLOYMENT 2244 2587 
Self-Employment (Including Domestic) 219 235 
WAGE AND SALARY WORKERS 2025 2351 
MANUFACTURING INDUSTRIES — TOTAL 1058 1076 
Durable Goods Industries 891 888 
Lumber and Wood Products 22 15 
Furniture and Fixtures 23 23 
Metal Industries 185 189 
Primary Metal Products 78 81 
Fabricated Metal Products 107 107 
Machinery (Non-Electrical) 136 159 
Electrical Machinery 28 37 
Transportation Equipment 454 418 
Motor Vehicles and Equipment 449 403 
Other Transportation Equipment 6 15 
Other Durable Goods 43 47 
Non-durable Goods Industries 166 189 
Food and kindred products 45 55 
Textile Mill and Apparel Products 16 12 
Paper and Allied Products 28 29 
Printing, Publishing and Allied 23 28 
Chemicals, Petroleum, and Coal Products 37 45 
Other Non-Durable Goods 17 19 
NON-MANUFACTURING INDUSTRIES — TOTAL 967 1275 
Construction 76 116 
Trans., Commun., & Utilities 132 155 
Wholesale Trade 93 103 
Retail Trade 280 361 
Finance, Real Estate & Insurance 74 
Service 283 326 
Government 86 121 
Other Non-Manufacturing 17 20 


Note: The published Other Manufacturing figure of 60,000 for 1947 was split between Other Durable 
Goods and Other Non-Durable Goods on the basis of the 1956 split. The November portion 
of the 1956 averages were partially estimated. The December portion was entirely estimated. 

Source: Michigan Employment Security Commission 
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TABLE 6 
POPULATION TRENDS 


Rough 


Est. of Rough 

Rank % Natural Est. of 
1956 1950 1956 Incr. Incr. Increase Migration 

a b c=b—a d e=10.9%Xa f=c—e 

7 Michigan 6,372 7,516 1,144 18.0% 695 + 449 

5 Ohio 7,947 9,096 1,149 14.5 866 + 283 

Indiana 3,934 4,413 479 21.3 429 + 50 

4 Illinois 8,712 9,432 720 8.3 950 — 230 

Wisconsin 3,435 3,764 329 9.6 374 — 45 

ENC Total 30,400 34,221 3,821 3,314 + 507 

1 New York 14,830 16,195 1,365 9.2% 1,616 — 251 

2 California 10,586 13,433 2,847 26.7 1,154 +1,693 

3 Pennsylvania 10,498 10,964 466 4.4 1,144 — 678 

6 Texas 7,711 8,925 1,214 15.7 840 + 374 

Florida 2,771 3,770 999 36.1 302 + 697 

6,891 5,056 +1,835 

US. 150,697 167,191 10.9% 


Source: Bureau of Census as reported in U.S. News & World Report Dec. 14, 1956, page 68. 


Michigan, which is the seventh largest State, had a numerical increase in population that was about 
the same as Ohio and Texas and was topped only by the two largest states—New York and 


California. 


From the standpoint of immigration, Michigan was topped only by California and Florida. 


jobs, while in 1956 only two out of thirteen 
were so employed. 

On the other hand, the population of Michi- 
gan has continued to grow at a very high rate 
even in the most recent years of the last 
decade. Recently, U.S. News and World Re- 
port published the record of the population 
by states, during the period 1950-56, as de- 
veloped by the Bureau of the Census. These 
figures show that Ohio, Texas, and Michigan 
each had about the same numerical increase 
in population during this 6-year period. This 
numerical increase, 1,100,000, was exceeded 
only by the largest two states in the Union— 
California and New York. 

If we examine the figures a little further and 
make a rough estimate of migration among the 
states, based on the assumption that the nat- 
ural increase in each state is the same as in 
the U.S. as a whole, we find that Michigan’s 
immigration was exceeded in the 6-year period 
1950-56 only by California and Florida. Such 
figures as we have for the year 1956 alone 
indicate that the increase in the population of 
Michigan was 191,000 which exceeds our ob- 
jective annual increase of 177,000 by a wide 


margin. 
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Michigan’s Resources 

The fact that population continues to grow 
and people continue to move into Michigan is 
contradictory to the recent behavior of the 
growth of the labor force and employment. 
This raises the question as to whether, or how, 
employment will be found for this growing 
population. We can be encouraged in the 
knowledge that the basic factors that have 
contributed to the economic growth of Michi- 
gan in the last decade are still with us. Michi- 
gan still has its central location, its resources 
in terms of water supply, transportation and 
utility services, its skillful and adequate labor 
supply, its close association with the huge 
automobile industry and finally and most im- 
portant, its highly developed “know how” and 
enterprising skill in the field of manufacturing. 

Whether or not Michigan will be able to 
capitalize on these resources and meet its 
potential economic objectives will depend to a 
large extent during the next ten years on the 
ability and skill with which it makes its re- 
sources known to others, and on the extent to 
which it can create a reputation and a climate 
favorable to industrial expansion. 
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collectivism—and incomes and freedom. 


An illuminating analysis of capitalism and 


Capitalism Versus Collectivism 


HAT distinguishes one type of economic 

system from another is the extent to 
which the men and women comprising it leave 
themselves free to choose. On the one hand, 
men and women may suffer themselves, with 
regard to the use of time and materials, to be 
coerced by authority. Such an authority is 
necessarily the government, since it is prac- 
tically a definition of government to say that 
it is the possessor of the power and the means 
to coerce people. Under this head come all the 
world’s totalitarianisms, collectivisms, and 
government-controlled economies generally. 


The Essence of Capitalism 


On the other hand, men and women may 
leave themselves free and uncoerced in their 
choice of what they want from the economic 
system, and how they will utilise their time 
and materials, and with whom and on what 
terms they will combine and exchange efforts, 
in order to get what they want. They may in- 
deed agree, with regard to the use of time 
and materials, to be directed by coaches and 
managers, who thus while the agreement lasts 
may control and even own conspicuous heaps 
of capital. These coaches and managers are 
the capitalists and businessmen. 

An economic system in which we as indi- 


About the Author— 


This article consists of excerpts from an address 
delivered on June 12, 1956, in Hamilton, Ontario, 
before the Tenth Annual Session of the Canadian 
Institute for Board of Trade and Chamber of Com- 
merce Secretaries; by Hart Buck, Statistician of The 
Toronto-Dominion Bank. The views expressed em- 
body the personal opinions of the author. 
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viduals are continually free to choose our own 
coaches and managers for ourselves, instead of 
having them wished on ourselves by the rest 
of us, is the system commonly known as cap- 
italism. It is this system which I believe to be 
the natural way for human beings to carry on 
their economic affairs. It is, accordingly, the 
system which I believe most naturally adapted 
to do its job, of furnishing us with the most of 
what we most want, to make our lives as per- 
fectly satisfactory as is possible. 


The Essence of Any Economic System 


Any economic system, after all, consists of 
individual men and women combining and ex- 
changing efforts to make for themselves, out of 
the time and materials at their disposal, the 
most perfectly satisfactory life they can; in 
other words, to make the best possible use of 
time and materials, in order to get the most of 
what they most want. 

An economic system is, almost in its very 
nature, a human institution. Only in the pages 
of the late George Orwell will you find four- 
footed and feathered folk knowing enough to 
combine and exchange efforts systematically, 
and so to constitute anything worth calling an 
economic system. (How perfect a system this 
proved, from the viewpoint of most of those 
concerned, you will learn from reading his 
masterpiece Animal Farm.) 

We might have better justification in ex- 
pecting a perfect economic system to be set up 
by the angels of heaven. But to them, we are 
given to understand, time and materials are of 
no special moment; however uniquely capable, 


therefore, of establishing a perfect economic 
system, angels would need none. 


Problems in Making Choices 


Being a human institution, an economic 
system can never be counted upon to do a 
perfect job of furnishing us with the most of 
what we most want. We ourselves—though 
this is not basically a fault of any economic 
system—cannot even be counted upon, to 
want the things most worth wanting, even 
from our individual and personal standpoint; 
nor to choose the things most worth having, 
even if we are left perfectly free to choose 
among whatever alternatives our time and 
materials allow us. 

But if we are perfectly free and yet feel 
incompetent to choose, we are at any rate free 
to choose among advisers and counsellors, who 
can help us decide what we want; and among 
coaches and managers, who can help us decide 
how to use what we’ve got, to the best advan- 
tage all round. 


Selecting the Co-Ordinators 


Since we want so many things that by our- 
selves we never could bring them into exist- 
ence, we must combine and exchange efforts 
and time and materials to get them. To avoid 
waste. what we combine and exchange may 
need to be co-ordinated by somebody. The is- 
sue of our time is, it seems to me, whether we 
may remain always free to choose the co-ordi- 
nators and coaches and managers and plan- 
ners of our productive efforts, or whether the 
planning is to be imposed on us by coercion. 

Freedom must therefore, if it is to be free- 
dom and not a parody, mean freedom to be a 
co-ordinator and coach and manager and plan- 
ner of productive effort, if other people will 
have us; that is to say, freedom to be an enter- 
priser and businessman at our own risk. 

This is surely as essential a part of human 
freedom, as is the freedom to choose what 
businessman to work for if we happen to have 
no taste or talent to be one. When people talk 
about economic freedom they must mean this 
or else must be fooling themselves. 
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The main usefulness of political freedom, or 
civil rights, is to serve as the protective shell of 
economic freedom. Without freedom to pro- 
duce—even if our part in production is that of 
keeping a stock of goods handy, so that we can 
produce them from behind the counter when 
somebody comes in and asks for them—with- 
out freedom to be enterprising and business- 
like—even if the most enterprising thing we 
ever do is pick the right businessman to work 
for—political freedom and civil rights are an 
empty shell. 


The Salesmanship of Collectivism 


Most demoralizing of those who will let 
themselves be demoralized is one family of 
arguments much favored by the salesmen of 
collectivism. They do not employ all their arts 
of persuasion in claiming that their system can 
offer more than capitalism can, in the way of 
what the shopping and working public actually 
most wants. They also try to argue the shop- 
ping and working public into wanting some- 
thing else instead, usually something less solid 
and less easily marketable; and they then try, 
in the name of their alternative system, to 
offer the public that. 

For example, critics of capitalism are apt to 
condemn it for making people materialistic, for 
distorting human motives into a sordid pursuit 
of economic ends, and for reducing human so- 
ciety into a mass of human atoms milling 
about in the marketplace. 

Whenever a critic says anything like that, 
be ready of course to defend to the death his 
right to say it; but be equally ready to defend 
your own right to ask him questions. Ask him 
first of all what he means by materialistic, 
what sort of things are economic ends, and 
what is wrong with a marketplace anyway. 


Some Key Questions 


Don’t let him go. Ask him next what he 
would have people do if they are not to be 
materialistic. Ask him what objectives he 
would prefer people to pursue, and what sort 
of human society he would rather see in place 
of a market. 


Don’t let him get away even then. Ask him 
why it is that capitalism can’t give people what 
he wants their economic system to give them, 
and what sort of alternative system he wants 
to substitute for it, and by what means it can 
do what capitalism can’t. Ask him finally what 
he figures will become of the human race if it 
follows his advice. 

Keep in mind meantime that materialism is 
“like Caesar’s wife, all things to all men,” and 
that one important form of government control 
—that of Communism—is admittedly founded 
on something that goes by that name. 


Ends, Objectives, and Motives 


Keep in mind also that there are no such 
things as economic ends, or objectives, or mo- 
tives. Economics has nothing whatever to do 
with ends or objectives, but only with the way 
we go about using time and materials to attain 
them. Neither has economics anything to do 
with motives, but only with the means whereby 
we pursue such motives as we do pursue. 

Keep in mind above all that a market, in 
which people are free to shop around and buy 
time and materials for no more than they need 
and sell them for no less than they can, is the 
crowning achievement of human freedom it- 
self. 

If the critic means anything at all by his 
remarks, what he probably means is that 
other people enjoy themselves, and seek to 
make their lives satisfactory, and generally 
speaking behave, in their own way instead of 
his way. And if they did decide to adopt his 
way, it is at least even-money that capitalism 
would enable them to do it with the minimum 
of time and bother. 

Here and there, to be sure, the advocate of 
some alternative economic system does seek to 
persuade people that his system will offer 
more, at any rate to them, in the way of bene- 
fits of the tangible and marketable sort, than 
capitalism is likely to offer them. He is, for 
instance, likely to complain that in exchange 
for the materials, and still more for the time, 
that people throw into the productive pot, 
capitalism rewards them with unequal helpings 
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of the stew; that it rewards the wrong people 
with more than is good for them, and rewards 
the right people with less than it is good that 
they should get. 

Capitalism only implies that those who own 
the means of production, including time as well 
as materials, are free to offer them to the best 
advantage. As a result the maximum can get 
produced in the form in which the shopping 
and working public wants it most. Conse- 
quently time, which is the scarcest of all means 
of production, can become more and more 
valuable; both in itself, so that working hours 
can be shortened as production grows; and in 
terms of the product, so that as production 
grows an hour’s work can command more and 
more things. 


Capitalism and Income 


It is worthwhile, indeed necessary, to con- 
sider how capitalism, left to itself, would af- 
fect the modal level of income; that is to say, 
the income bracket that has the greatest num- 
ber of people in it. 

Surely the general effect of freedom to shop 
around must be that everybody’s capacities 
will be better rewarded, in terms of the things 
they most want, than these capacities would 
be rewarded if freedom to shop is interfered 
with. As a consequence, I do not see how capi- 
talism can do anything but lift the modal level 
of income, in terms of real goods and services, 
faster than any other economic system could 
get a chance to lift it. 

To the extent, of course, that freedom to 
shop around for jobs, and for people to fill 
them, is restricted in any way, to that extent 
it is possible that the toiling masses, or some 
of them, may be exploited and underpaid. But 
to the same extent capitalism is prevented 
from existing; and anybody who blames capi- 
talism for exploiting workers is wasting ammu- 
nition on the wrong target. 

The same critic may condemn capitalism 
for tempting people to work for the sake of 
reward rather than out of dedication to their 
work itself. 

Actually dedication has nothing to do with 
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underpayment. The dedicated man is he whose 
life is built around the work he enjoys doing. 
For him no reward is too great; and the great- 
est reward is to make it easy for him to keep 
his mind on his job. 

Capitalism, inasmuch as it leaves a man 
free to shop around for the most satisfactory 
job he can hold, enables the maximum of men 
to find the work to which they can dedicate 
themselves, with the greatest reward all round. 


Coercion Versus Freedom 


Nevertheless it is scarcely fashionable nowa- 
days to believe in capitalism. It seems that 
most people who devote much thought to eco- 
nomic affairs prefer to regard as most suitable 
to our times a system marked by some degree 
of coercion. 

Of course the prize example of coercion, 
namely Communism, is expressly cried down 
by nearly everybody in most countries where 
one is free to do so. Yet I hazard the guess that 
not a few people repudiate Communism, not 


because it is an economic philosophy contrary 
to capitalism, but merely because it happens 
to be the declared program whereby a foreign 
and not too friendly power threatens to subju- 
gate the world. Then too I take it there are hu- 
mane souls here and there, who dislike Com- 
munism not because it is anti-capitalist but 
merely because its methods may at times have 
savored of intimidation and cruelty. Yet the 
woods are still full of confessed and repentant 
ex-Communists whose economic thinking is 
admittedly still pink. The idea of a governed 
market is by now perhaps almost part of the 
furniture of most minds. 

Even so, we may find that freedom is indi- 
visible and that capitalism is freedom. If we 
are lucky, we may find that our freedom is 
curtailed only by a curtailed supply of things 
to shop for; and that we can still do something 
about preserving freedom by preserving capi- 
talism. If we care for human freedom we would 
do well to examine its possibilities so long as 
it is available. 


ADMINISTRATIVE ACTION 


When you ... tell a clerk to do something 


. . assign a project to one of your engineers 


.. ask the office manager for suggestions about improving the procedures used 


in handling paper work 


...try to get more work from your warehousemen, or 
.. install an effective safety program, etc., etc., 


you’re going to get one of three reactions: 


Cooperation—Action 
Refusal—No 
Postponement—Delay 


Did you ever stop to analyze WHY you get one reaction or another? If you look 
objectively at your way of doing business (and many can’t), I am sure you'll find the 


trouble and be able to do something about it. 


Some of the reasons WHY you may not be “getting through” are these: 
1. The person you are talking to may not have the skill—too, he may be short of 
materials or equipment and you don’t know it. 
2. You may not give the person all of the needed information. 
3. Your timing (which is one of the most important of all points in good communica- 


tions) may need improving. 


4. Personal obstructions (either party) may be blocking your efforts (health, personal 
problems, pressures created by personalities, etc.) 
Comment: I am firmly convinced that any administrative contact can be made much 
more effective by simply being honest with yourself to the point of finding out what’s 
really happening between you and other people when work assignments are made. 
—Hilton D. Shepherd, Management Jots and Jolts 
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Recommended Readings 
in Industrial Relations 


Two years ago the Bureau of Industrial 
Relations began sending to its conference 
members short lists of selections in industrial 
relations. These selections, entitled “Recom- 
mended Readings” are sent out throughout 
the conference season with announcements of 
each meeting. 

For some time the staff of the Bureau has 
regretted that its extensive reference collection 
is not available to a greater number of business 
men in the State of Michigan and to those in 
other parts of the country. Since personal 
visits to the collection are often not possible, 
merely from the geographic standpoint, it has 
seemed to us that the next best plan would be 
to point out a few particularly interesting 
items which are added to the collection from 
time to time. 

The reference collection of the Bureau now 
contains 3,500 books and 35,000 pamphlets in 
the specialized field of industrial relations. 
Materials on personnel administration and 
labor-management relations are added to the 
collection at the rate of approximately 2,000 
items a year. 

It has now been decided to offer ““Recom- 
mended Readings” to the wider audience of 
readers of the MICHIGAN BUSINESS RE- 
VIEW. The first list, presented here, has 
been selected from those which were sent out 
during the past year—1956. When journal 
articles are included in the lists it is because 
they have more than passing interest for our 
readers. 

These items are selected by Eleanor Scan- 
lan, the Reference Librarian of the Bureau of 
Industrial Relations, who reads or scans 
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Selected by Eleanor H. Scanlan 


Reference Librarian, Bureau of Industrial Relations, 
University of Michigan 


hundreds of books, pamphlets, and journal 
articles each month. It should be stressed that 
these selections represent one person’s opinion, 
and have been chosen from the standpoint of 
general interest, clear writing, and practical 
application. The lists are not arranged by 
subject heading, because it is thought that all 
items mentioned should be of interest to prac- 
titioners in the field of Industrial Relations. 

“Recommended Readings in Industrial Re- 
lations” will be a feature of the REVIEW 
from time to time. All items mentioned are 
on file in the Reference Room of the Bureau 
and may be used by visitors there. Please 
write direct to the publisher for any items 
you would like to purchase. 


Anschen, Melvin. “Better Use of Executive 
Development Programs.” Harvard Business 
Review, Vol. 33, No. 6, Nov.-Dec. 1955. 
pp. 67-74. 

Prof. Anschen cautions companies to avoid numer- 
ous mistakes in sending their executives to university- 
sponsored executive development programs, which 
have gained increasing popularity during the past 
few years. Guard against these hazards: too soon, too 
late, wrong men, wrong program. Be sure that the 
course selected will give the company what it needs. 
Be sure that the company knows what it needs! Be 
prepared to follow through on the man’s increased 
value when he returns. 


Columbia University. What makes an execu- 
tive? Report of a round table on executive 
potential and performance. Eli Ginzberg, 
Chairman. N.Y., Columbia University Press, 
1955. 123p. $3.50. 


Reports discussions which took place at eight din- 
ner meetings attended by seventeen men drawn from 


the upper echelons of business, industry, education, 
government, and the church. The book is presented 
in a very readable form and explores in detail the 
anatomy of executive character and potential. Excel- 
lent reading for management men who wish to de- 
velop their own self-analysis, and for those interested 
in further research on this subject. 


Good Reading Rack Service, Inc. (Port 
Authority Building, 76 Ninth Avenue, New 
York City). Information racks: the tested 
medium of employee communication. No 
date. 23p. 

This distributor of reading rack materials has 
published a report of interest to any company that 
has such a service in operation, or to one thinking of 
establishing one. The report lists benefits, installation 
and maintenance details, and actual company experi- 
ences with reading racks. 


Gordon, Thomas. Group-centered leadership. 
New York, Houghton Mifflin Co., 1955. 
366p. $4.00. 

Dr. Gordon is a consulting psychologist who has 
written a book on democratic leadership in a style 
which the average business man can read and under- 
stand. It is remarkably free from professional jargon. 
One absorbing chapter contains a case study written 
by a plant superintendent in a small company, who is 
given an opportunity to put his beliefs into actual 
practice. He has reported in detail the reactions to 
this type of leadership of his supervisory staff, top 
management, and the employees, as well as his own 
inner struggles in trying to become more democratic 
in action. 


Humm, Doncaster G. “An Appraisal of Per- 
sonnel Testing.” Advanced Management, 
Vol. 21, No. 2, Feb. 1956. pp. 16-19. 

Dr. Humm reviews the subject of personnel testing 
and its application today. He lists some of the hazards 
to be avoided, reviews briefly the history of person- 
nel testing and gives sound advice on the successful 
application of a well-administered testing program. 


Larson, Arthur. Know Your Social Security. 
New York, Harper and Bros., 1955. 220p. 


$2.95. 

An up-to-the-minute volume on the subject of the 
social security system by the Under Secretary of 
Labor. This slim volume should be valuable to any 
one who is called upon to interpret the many aspects 
of the revised Social Security Act. 
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Luck, Thomas J. Personnel audit and ap- 
praisal. New York, McGraw-Hill Book Co., 
1955. 317p. $6.00. 


This book presents various methods by which a 
company may conduct a self-analysis of its policies. 
It takes up problems to be considered, by whom, and 
by what method. The Bureau of Industrial Relations 
found this book of sufficient interest to index it under 
eleven subject headings, as follows: employee atti- 
tudes surveys; industrial relations departments; in- 
dustrial relations policies; interviewing; job analysis; 
morale, personnel policy audit; rating; sociology, 
industrial; tests; turnover of labor. 


McMurry, Robert N. “War and Peace in La- 
bor Relations.” Harvard Business Review, 
Vol. 33, No. 6, Nov.-Dec. 1955. pp. 48-60. 


This excellent article might carry the sub-title, “In 
times of labor peace, prepare for the prevention of 
war.” Mr. McMurry explores the four philosophies 
which have been named for their proponents: Boul- 
warism (G.E.), Crawfordism (Thompson Products 
Co.), Fairlessness (United States Steel) and Stude- 
bakerism. The final paragraph sums up the article as 
follows: “...labor peace in the sense of absolute 
freedom from conflict is neither possible nor desirable. 
The answer lies in keeping the conflict within reason- 
able bounds. This is best accomplished by maintain- 
ing a balance of power between management and the 
union.” 


Bambrick, James J., Jr. “Marquis of Queens- 
berry Rules for Strikes.” Management Rec- 
ord, Vol. 18, No. 3, March 1956. pp. 85-87. 


A few years ago the proposal of these eight rules 
would have appeared naive. The fact that such agree- 
ments have actually been made in recent years gives 
another proof of more mature union-management 
relations. 


Maier, Norman R. F. Psychology in industry, 
2nd edition. New York, Houghton Mifflin 
Co., 1°55. 678p. $4.40. 


An up-to-date revision of Professor Maier’s basic 
text on industrial psychology, written in his usual 
clear and understandable style. He covers such sub- 
jects as leadership and behavior, psychological tests, 
motivation, fatigue, and turnover—to mention only a 
few. Each chapter is followed by a Laboratory Exer- 
cise which can be used in actual training or class 
work. 
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Michigan State Fair Employment Practices 
Commission. Michigan State fair employ- 
ment practices act. Detroit, 1955. n.p. Free. 
Act No. 251—Public Acts of 1955, which became 

effective in Michigan on October 14, 1955. “An act to 
promote and protect the welfare of the people of this 
state by prevention and elimination of discriminatory 
employment practices and policies based upon race, 
color, religion, national origin or ancestry...” 


Ohio State University. Bureau of Educational 
Research. Leadership and supervision in 
industry: an evaluation of a supervisory 
training program, by Edwin A. Fleishman, 
Edwin F. Harris and Harold E. Burtt. 
Columbus, O., 1955. 110p. $3.00. 


This study presents the results of an appraisal 
which was made in the international Harvester Co. of 
the immediate and longer-term effects of training pro- 
grams for foremen. Attitude surveys were made 
among supervisors, foremen, and workers. The studies 
reveal that such appraisals are worth more if they 
are conducted several months after the training pro- 
gram, rather than immediately after. They also show 
that the actual “climate” in the social setting of the 
work group is worth far more than any formal train- 


ing program. 


Advanced Management (Society for the Ad- 
vancement of Management, 411 Fifth Ave., 
N.Y. 16). Automation—today’s challenge to 
management. Vol. 21, No. 5, May 1956. 
pp. 6-28. 


Under this title ADVANCED MANAGEMENT 
presents a number of excellent articles which give 
various points of view on the subject of Automation. 

_ They are as follows: Carl Demrick, “Management 
Views . . . .” Edgar Weisberg, “A Government 
View ... .” Nathaniel Goldfinger, “Labor Views 
Planned Adjustment . . . .” Edward Falkowski, “Shop 
Steward Views ....” Arthur Turner, “A Researcher 
Views .. . .” Erwin Schell, “Industrial Continuum 
and the Nature of Man.” 


Bureau of National Affairs. Supplemental un- 
employment benefit plans: operations man- 
ual. Washington, D.C., 1956. 187p. $7.50. 


This manual was published approximately one year 
after the signing of the historic Ford-UAW agreement 
on supplemental unemployment benefits. It gives a 
list of companies which now have such plans. It pro- 
vides a table of provisions and benefits for twelve of 
the best known of these plans, as well as details re- 
garding the actual collective agreements controlling 
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them. It also gives the rulings of the states in regard 
to these benefits. 


Calhoun, Richard P. and C. A. Kirkpatrick. 
Influencing employee behavior. N.Y., Mc- 
Graw-Hill Book Co., Inc. 1956. 312p. $5.00. 


The authors, who are professors in the School of 
Business Administration at the University of North 
Carolina, have written this book in a popular style 
for lower- and middle-management level supervisors, 
giving practical suggestions for understanding and 
guiding employee performance. It includes sections 
designed to aid the supervisor’s understanding of and 
coordination with various people with whom he comes 
in contact, such as other supervisors, his boss, staff 
specialists, and union officials. There are practical sug- 
gestions for improving written communications and 
for a general program of self-development. Role-play 
situations are included for use where groups of super- 
visors are engaged in a mutual improvement program. 


Fryer, Douglas H. Developing people in indus- 
try: principles and methods of training, by 
Douglas H. Fryer, Mortimer R. Feinberg 
and Sheldon S. Zalkind. N.Y. (49 E. 33rd 
St.), Harper & Bros., 1956. 210p. $3.50. 


The three authors of this book are associated with 
Richardson, Bellows, Henry and Co., Inc. As members 
of this consulting firm, they drew up a training man- 
ual for production workers in Pillsbury Mills, Inc. It 
has been used so successfully by that company that 
the material has now been expanded to book length 
for the general public. This is more than a “how to” 
book. It also goes into details as to why it should be 
done and how to understand and overcome resistance 
to training. It suggests solutions to the many problems 
which will arise in training practices in view of the 
coming technological changes. 


Industrial and Labor Relations Review (Cor- 
nell University, New York State School of 
Industrial and Labor Relations, Ithaca, 
N.Y.) The AFL-CIO merger. Vol. 9, No. 3, 
April 1956. pp. 347-457. $5.00 per year; 


$1.50 per copy. 

The April issue of this journal has a number of 
articles which explore various phases of the merger 
of the AFL and CIO, as follows: “Merger and Na- 
tional Welfare,” by George Meany; “Labor’s New 
Unity,” by Walter P. Reuther; “Efforts toward 
Merger, 1935-1955,” by Joel Seidman; “Structure 
and government of the AFL-CIO,” by Maurice F. 
Neufeld; “Jurisdictional Issues and the Promise of 
Merger,” by David L. Cole; “The New Federation 
and Political Action,” by Edwin E. Witte; “Foreign 


Affairs and the AFL-CIO,” by J. P. Windmuller; 
“Independent Unions and the Merger,” by Philip 
Taft; “Unresolved Problems and the New Paths for 
American Labor,” by Joseph Shister. 


Knox, John B. The sociology of industrial re- 
lations. N.Y., Random House (456 Madison 
Avenue), 1955. 348p. $5.00. 


This study traces the evolvement of modern in- 
dustry from the historic past. It analyzes present-day 
organization from the standpoint of social groups, 
and examines briefly the many social influences which 
impinge upon industry today. It looks at the worker 
as a many faceted creature, the manager in his his- 
toric and changing roles and the influence each has on 
the other. Two of the four sections are devoted to 
“Industry and the Community” and “Industry and 
Society.” 


Laird, Donald A. and Eleanor C. The new 
psychology for leadership. N.Y., McGraw- 
Hill Book Co., Inc., 1956. 226p. $4.00. 


The Lairds have made an effort to bring the busy 
man up to date on the findings of a number of re- 
search projects which are being conducted in the field 
of human relations. For those who have kept up to 
date with the literature in this field they present 
nothing new. They have, however, gathered together a 
number of the findings and have tried to point out 
their practical application. It is a good try, but defi- 
nitely no substitute for the real thing. For a person 
who is never going to have time to dip into the 
original writings, this book will give a nibble. It is 
illustrated throughout with “chartoons” some of 
which are clear and amusing, but others would be 
better if they were more “chart” and less “oon.” 


Larke, Alfred G. General Manager Jones: why 
did he quit? DuNn’s REVIEW AND MODERN 
Inpustry, Vol. 68, No. 4, Oct. 1956. pp. 
48-50. 

This article outlines twelve different ways to treat 

a good executive if you want to be sure he will quit. 
Number 1—Start off by paying him less than an 
incompetent predecessor; number 7—Give him a job 
beneath his capabilities; number 9—Move him fre- 
quently with no concern for his family. The rest of the 
twelve suggestions are equally pointed. A short article, 
well worth reading. 


Soule, George. Time for living. N.Y., Viking 
Press, (18 E. 48th St.) N.Y., 1955. 184p. 
$3.00. 


This is a philosophic discussion of what we shall do 
with our leisure time. For the first time in history, 


common man is becoming part of the leisure class. 
This book presents a thoughtful consideration of the 
amount of leisure time we will have and the present 
trends in its worthwhile use. The author is hopeful 
that, as man is increasingly released from physical 
drudgery and mental boredom, he will use his time 
in adding to his physical and mental skills. For those 
of us who are finding the Bogey-man role of Auto- 
mation a little tiresome this book is a welcome relief. 


Appley, Lawrence A. Management in action: 
the art of getting things done through 
people. N.Y. (1515 Broadway), American 
Management Association, 1956. 382p. $5.00. 


This is a collection of the author’s writings on 
various phases of management and the executive’s 
functions. Many of the items are short, of an “edi- 
torial” nature. The table of contents gives some struc- 
ture to the articles by its headings: the Spirit of an 
Organization, the Character of an Organization, the 
Management of Men, Tools and Techniques of Man- 
agement. Part two, a short section, takes a look at 
the future. Any one who has enjoyed Mr. Appley’s 
writings will appreciate finding them under one cover. 


Bureau of National Affairs. Pensions and 
profit sharing. Washington, D.C. (1231 
24th St., N.W.), 1956. 259p. $6.50. 


The Bureau of National Affairs has issued a revised 
edition of its book on pensions and profit sharing. 
It takes up in non-technical language the financing 
of pensions, the tax and legal aspects of such funds, 
negotiations for pension plans and details of acquaint- 
ing employees with pension and profit sharing plans. 
It is an excellent book for those who must make 
decisions regarding establishment and maintenance of 
such benefit plans, even though the actuarial details 
will be left to the experts. 


Peters, Edward. Strategy and tactics in labor 
negotiations. New London, Conn., National 
Foremen’s Institute, 1955. 223p. $4.50. 


A presentation of a number of cases from the 
author’s experience in negotiations as a Conciliator of 
the California State Conciliation Service. Since a 
conciliator is not drawn into negotiations if they are 
running smoothly, there is, naturally, a certain dra- 
matic and intense quality about each of the cases 
presented. Mr. Peters plays down his own role in 
negotiations. Rather he looks into the background 
and thinking of the two parties which led to his 
services. The title has been well chosen for an interest- 
ing and unusual presentation of labor-management 
bargaining. 
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Rachlin, Carl. Labor law. New York (43 W. 
16th St.), Oceana Publications, 1956. 94p. 
$2.00. 


From time to time the Bureau of Industrial Rela- 
tions is asked to recommend some book or pamphlet 
which will help to acquaint foremen and workers with 
the essentials of labor law. This little volume seems 
to have been designed for just such a purpose or for 
any one wishing to survey the present law of labor 
relations. The book reviews in non-technical language 
the federal labor laws now in effect with major 
emphasis, of course, on the Taft-Hartley Act. Tabu- 
lations of various state laws are also included. The 
author, a New York attorney, is one of the panel of 
Arbitrators of the New York State Board of Medi- 
ation and of the American Arbitration Association. 


Riegel, John W. Employee interest in company 
success. Ann Arbor, Mich., University of 
Michigan, Bureau of Industrial Relations, 
1956. 302p. $6.00. 


This recent publication, by the Director of the 
Bureau of Industrial Relations, is based on interviews 
in eight manufacturing companies. It describes: the 
grounds for empioyee interest in company success; the 
opportunities for employees to contribute to the 
strength and survival of their firms; the possible 
benefits of their “interest” to themselves, their com- 
panies and their customers; the personal characteris- 
tics and types of performance which are related to 
interest ; the employment terms, conditions and pros- 
pects in a company which justify employee interest; 
and how, under these conditions, interest can be 
stimulated and strengthened. Each chapter presents 
factual findings and the author’s comments upon 
them. 
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Stone, C. Harold and William E. Kendall. 
Effective personnel selection procedures. 
Englewood Cliffs, N.J., Prentice-Hall, Inc., 
1956. 433p. $5.95. 


This book covers in detail the processes of recruit- 
ment, selection, personnel testing and induction. These 
sections are amplified by clear-cut step-by-step tech- 
niques which are necessary in setting up effective 
programs, 


U.S. Bureau of Labor Statistics. Collective 
bargaining clauses: layoff, recall and work- 
sharing procedures. Bull. No. 1189. Wash- 
ington 25, D.C., Government Printing 
Office, 1956. 53p. 40¢. 

This bulletin contains 194 selected clauses from 
actual collective agreements in effect during late 1954, 
covering plants which employ at least 1000 unionized 
employees. The pamphlet includes an index of com- 
panies and unions involved and a glossary of terms in 
use in these agreements. 


Bibliographies Available 

The following bibliographies have been 
compiled by the Reference Librarian of the 
Bureau of Industrial Relations. Multilith 
copies are available to those who would like 
them. 

Contributions to Motivation and Morale in 
the Work Situation (November 1956) 

Counseling and the Counseling Interview 
(November 1956) 

Effective Utilization of Engineers and Pro- 
fessional Employees (October 1956) 

Testing (November 1956) 


nearest collegiate school of business administration. 


| Skilled consulting service is as near as the 


How Small Business Can Use 
Collegiate Management Counsel 


E small manufacturer who needs advice 
on some business problem may not realize 
that competent professional assistance is as 
accessible to him as the nearest college or 
university school of business. The men and 
women who staff these schools are profes- 
sionally trained specialists in all phases of 
business management and operation. Their 
combined knowledge and skills are usually 
available for the study and improvement of 
any conditions upon which the small business- 
man requests assistance. 


Why Do Businessmen Need to Seek 
Outside Assistance? 


Any business, large or small, demands 
many types of knowledge and skill to deal 
with such diversified operations as: produc- 
tion, record-keeping, accounting and statistics, 
correspondence, personnel, organization, law, 
sales management, marketing, and finance. A 
large business is often able to get expert 
assistance on these problems, either through 
employing full-time specialists or from the 
use of professional consulting firms. For the 
smaller companies, however, these sources 
may be too costly. 

Clearly, a small organization may prosper 


About the Author— 


Dr. Shepherd is a personnel and management con- 
sultant in Fort Worth, Texas. Brief excerpts from his 
stimulating publication, Management Jots and Jolts, 
have appeared from time to time in the Michigan 
Business Review. 
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as a result of hard work, practical on-the-job 
experience, and a fair measure of luck. But 
when stiff competition, unfavorable financial 
conditions, or management difficulties arise, 
specialized counsel may be needed. As the 
business grows, the chief executive and his 
small operating staff may also be too busy to 
deal effectively with the added problems. 

Even if the business continues at a relatively 
stable level, with no apparent difficulties, 
it frequently can be improved by objective 
study with the perspective of an outsider, a 
new evaluation of opportunities, and a clear 
plan for future action. Counsel along these 
lines is available from schools of business in 
many colleges and, universities. 


How are Schools Organized to 
Help Businessmen? 


Several types of groups have been formed 
in business schools to study business prob- 
lems. A number of the larger schools maintain 
bureaus of business research. Such a bureau is 
usually a separate organization, financed by 
the university, and administered by a director. 
He supervises a staff of specialists who may 
or may not be members of the business 
school’s teaching faculty. Typically, this staff 
works on research projects, special studies, and 
publications. Many bureaus publish a monthly 
magazine or review, devoted to analyzing and 
commenting on business conditions and re- 
porting the results of particular studies and 
research. 
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A less formal organization, found in other 
schools of business is the research committee. 
Such committees are usually appointed by the 
dean or chairman of the department for work 
on special problems. They are supervised by 
faculty members and assisted by graduate and 
undergraduate students. Frequently, they are 
interested primarily in developing research 
techniques; nevertheless, they are almost al- 
ways eager to have good new topics with 
practical operating value. Sometimes money 
grants from individuals, firms, or foundations 
are available to finance the committees’ study 
of specific or general problems. 

In addition to business research done by 
organized groups, useful studies are also made 
by individual faculty members and graduate 
students. They may work in cooperation with 
the bureau of business research or the research 
committee, but more often they work inde- 
pendently. This kind of research develops 
much practical information that is significant 
and directly useful to the small businessman. 
The following titles are typical: 

1. An Analysis of Local Wages Paid in 

Metalworking Plants 

2. A Historical Review of Executive Devel- 

opment in “X” Oil Company 

3. A Cost Analysis of Accounts Receivable 

4. The Development of an Effective Train- 

ing Program for Factory Salesmen 

5. The Effect of Five Major Incentives on 

Production in a Furniture Factory 


What do the Schools Get Out of It? 


Any of the above research groups must base 
its studies on actual business situations and 
upon the practices and problems of operating 
businessmen. Most schools of business, there- 
fore, seek contacts with businessmen and wel- 
come the opportunity to cooperate with them 
in the solution of business problems. 

Such cooperation benefits the school of 
business in numerous ways: First, service to 
the community is vital in the school’s progress, 
since that service is a primary factor in the 
school’s influence and growth. Second, experi- 
ence with active businessmen and real business 
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problems is necessary to the educational de- 
velopment of both students and faculty. Third, 
consulting with the business community can 
be a two-way street by which new ideas and 
methods flow back to the college. Finally, in 
many schools professional research and coun- 
seling are done on a fee basis; although the 
fee is small, it does contribute to the financial 
stability and continuation of research work. 


What Kinds of Help Can the 
Businessman Get? 


The small businessman, naturally, is mainly 
interested in the benefits which he may expect 
if he invites the business school to help him 
in the management of his concern. Basically, 
he is able to supplement his own know-how 
and his executives’ skills with the fresh per- 
spective of an outside point-of-view and with 
the specialists’ detailed knowledge of specific 
phases of management. 

Below are some typical examples of busi- 
ness management in which the school of busi- 
ness can usually offer valuable help: 

1. Form of organization—suggestions on 
clarifying administrative responsibility and 
operating procedures. 

2. Sales management and marketing— 
analysis of the market and of corietition; 
product development and evaluation, sugges- 
tions for improving sales organization, sales 
promotion, and advertising methods. 

3. Selection and use of personnel—sug- 
gestions on defining and evaluating jobs, 
establishing fair wage schedules, measuring 
applicants’ intelligence, personality and abili- 
ties; setting up methods for training su- 
pervisory and subordinate personnel; and 
improving working conditions, including plant 
safety, procedures for handling grievances, 
policies for transfer and promotion, and im- 
proving employer-employee relationships. 

4. Shop and factory management—engi- 
neering and efficiency studies, flow charts, 
plant layout, quality controls, and production 
planning. 

5. Accounting and_ record-keeping—sug- 
gestions on cost accounting methods, more 


effective records, equipment and property 
valuation, and depreciation policy. 

6. General administrative practices—sug- 
gestions on more effective public relations, 
correspondence methods, written reports and 
presentations and internal notices or mem- 
oranda. 

7. Finance and economic analysis—sugges- 
tions on the preparation, and use of statistical 
data, analysis of current financial needs, cash 
budgeting, tax problems, and forecasting. 


How Does Collegiate Counseling 
Work in Action? 


Let us see more specifically what the col- 
legiate counsel does. Suppose you have to 
decide whether you should organize another 
manufacturing business to supply wood fram- 
ing products to your present company or 
whether you should buy them under subcon- 
tract arrangements. You can’t make this deci- 
sion by intuition or hunch; only facts can give 
you a sound foundation for action. Some of 
the facts which you would need in the initial 
analysis are: 

a. How long will the wood framing products 

be required? 

b. What priorities are involved in setting up 
a new factory? 

c. Is the subcontracting market competi- 
tive? 

d. Does the manufacturer of wood products 
require a type of technical labor unavail- 
able except to those already in the in- 
dustry? 

e. Do you have the personnel to staff a new 
company adequately? 

f. How would the new plant affect the man- 
agement of the parent company? 

g. Which answer yields the biggest profits? 

These and other important questions can be 
effectively analyzed by collegiate counsel, and 
recommendations made for action. At the 
start, the counselors may have none of the 
trade information necessary for the solution 
of the problem, but they do have the research 
skill required for finding data quickly. They 
also have access to professional sources; they 
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have the experience of dealing with similar 
problems; and they have a thorough, analyti- 
cal approach for breaking down complex situ- 
ations. 

Take another illustration. You are a manu- 
facturer faced with the problem of whether 
or not to expand your sales organization. You 
think maybe the decision should be based on 
a fair analysis of your competition—ten 
companies. But research points out that com- 
petition is much stronger in the neighboring 
states. Actually you have fifty active competi- 
tors. Therefore, you are able to get busy and 
develop a stronger sales organization which 
can meet the competition which you actually 
faced but didn’t know about. 


How Do You Get Counseling Service? 


If outside counseling sounds like a good 
idea, how do you get started in utilizing the 
facilities of college business schools? 

First, define in your own mind the areas in 
which you need the counsel. Just what are the 
problems? Then, list them in the order of 
their urgency. Next collect all the relevant 
facts and have them ready when you contact 
business school personnel. You should have, 
also, an idea of the importance of the problem 
as it appears to you, and of the lengths to 
which you are willing to go to seek a solution. 

You should know how much time your own 
staff can give to the assembling and preparing 
of internal information and to the considera- 
tion of possible action. If you request assist- 
ance from a bureau of business research which 
offers professional counsel on a fee basis, you 
should know about how much you are willing 
to spend. 

Having defined your problem and the re- 
sources available for its solution, you should 
describe the situation as thoroughly as practi- 
cable in a letter to the dean or head of the 
business faculty of the university or college. 

Then arrange a personal conference, if pos- 
sible. At your first meeting with the business 
school representative, you should try to reach 
a tentative agreement on the extent of the 
study, the personnel to be allotted to it, and 
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the time and money to be spent. The univer- 
sity people then may want to make a brief 
introductory survey of the problem, to map 
out their procedures and to orient themselves 
and your own staff to what will take place in 
the proposed study. 

Either during your initial talk with the 
college representative, or after the pilot study, 
definite decisions must be made as to: how 
many people are actually assigned to the 
work; the beginning, completion and final re- 
porting date; and either a definite fee or a 
price range and ceiling. Your agreement also 
should include a plan and budget for following 
up the recommendations of the survey and 
for measuring the effects of any changes re- 
sulting from it. 


Other Benefits 


Are there any other benefits from collegiate 
counseling? Yes, there are several. Once the 
counseling program is underway, besides get- 
ting practical help on the immediate problem, 
you may obtain unexpected secondary benefits 
from your cooperation with the staff of the 
business school. Their knowledge of your sit- 
uation may enable them to point out manu- 
facturing and marketing opportunities which 
had not occurred to you. They may also be 
able to call your attention to potential organi- 
zational weak points or future trouble-breeding 
conditions which you had entirely overlooked 
because of the day-to-day pressure of getting 
things done. And you, yourself, in explaining 
your business operations to outsiders will be 
helped to see your problems and opportunities 
with more clarity, perspective, and objectivity. 

Since they do not have a direct superior- 
subordinate relationship to anyone in your 
company, the business school consultants can 
often help you to understand realistically the 
human causes and effects of many of your 
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trouble situations. Thus, friction about wages, 
time, work assignments, responsibilities, inter- 
personal relations and so forth can be greatly 
eased through a fuller appreciation of the 
human aspects of employment. 

Finally, having acquainted the school of 
business with all facets of your business, you 
will be able to draw upon their knowledge and 
experience more easily and rapidly as new 
needs arise. 


Are Business School Consultants 
Always Right? 


The answer to this question is that it’s a 
matter of degree—how right—not right or 
wrong. Business school consultants are, of 
course, not infallible in their perception, nor 
are they unerring in their forecasts. Neverthe- 
less, in the vast majority of cases they do 
present reasonable and workable recommen- 
dations developed to fit your particular situa- 
tion after careful weighing of the feasible 
alternatives. 

Like anyone else, they may make errors in 
judgment. Remember, you won’t be dealing 
with magicians, you'll be dealing with men, 
and men vary—some are better than others. 
Subsequent happenings, over which neither 
you nor they have any control, can also neces- 
sitate a change in the plans originally made. 

Perhaps the most useful thing to appreciate 
is that the business school consultant must 
depend on you and your organization to give 
him facts. He must depend on you to get his 
plan adopted and given a fair trial in opera- 
tion. The more pertinent and undistorted 
facts you give him, the better his chances for 
correct diagnosis and effective recommenda- 
tions. The more your people try to understand 
and operate the consultant’s plan as he in- 
tended it to work, the better its chances of 
success. 
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| A penetrating statement of fundamentals. 


Leadership—An Exalted Trust 


HERE is a status, a treasured interest, an 

intangible but real possession which our 
civilization, for all its amazing inventiveness, 
has found no way of moving in the market- 
place. He who does not have it cannot buy it 
with all the wealth of Croesus. No legislative 
enactment or administrative decree can trans- 
fer true title to it. He who has it cannot vend 
it or assign it. His heirs cannot be its inheri- 
tors. No will of his, no deed of trust can pass 
it on to next of kin or favored friend. This 
unique, nontransferable, nonassignable, non- 
descendible interest is the status and quality 
of leadership. Men measure and recognize its 
tangible results in countless ways, but they 
can devise no way for its acquisition except 
the long, and sometimes mysterious, process 
by which it is earned. 

All this you know and have many times 
seen demonstrated. How many times have we 
witnessed attempts made to commandeer lead- 
ership or to secure its acquisition by force, 
stealth or intrigue? Decrees and directives 
may thus produce a boss; they will not create 
a leader. How many times have we seen at- 
tempts made to buy leadership? Yet no pur- 
chase of assets or majority stock position can 
securely capture it, and the economic reefs 
are covered with the wreckage of those unfor- 
tunate ventures where nepotism tried unsuc- 
cessfully to make leadership a matter of in- 
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heritance. The process by which leadership is 
earned is too elusive and too subtle for easy 
definition. The expert literature on this sub- 
ject by leading authorities on management 
and administration somehow reminds one of 
the effort of a scientist who mixes the colors 
of the spectrum. He produces whiteness, but 
not the shining reality of light. We can put in 
endless catalogues and categories all of the 
constituent elements of leadership and still 
find that the vital and powerful reality is 
greater than, and different from, all its defin- 
able components. The whole in this case ap- 
pears greater than its parts. 


History of Leadership 


The approach of this zroup to so chal- 
lenging a topic is refreshingly modern and 
democratic. You are studying the functions, 
prerogatives and responsibilities of leadership 
from the viewpoint both of the leader and 
those who follow leadership. That was not 
always the attitude or approach to this sub- 
ject. For many years the personality of the 
leader himself monopolized the stage. In his 
famous treatise on Heroes and Hero Worship, 
Carlyle thundered that “the history of the 
world was at bottom the history of the great 
men who have worked here,” and that the 
business of all social procedure in the world 
was the finding of the leader and the invest- 
ing of him with the symbols of his authority. 
Emerson, on this side of the Atlantic, echoed 
the same doctrine: “An institution is the 
lengthened shadow of one man .. . and all 
history resolves itself into the biography of a 
few stout and earnest persons.” 


Michigan Busine 


A 


M 


Whether these pronouncements were or 
were not sound history or sociology, they had 
the endorsement of great names and consti- 
tuted very heady wine for leaders present or 
potential. Even in nations which have been 
free of dictators, children have learned the 
history of democracy in terms of the exploits 
of great national figures. Out of all this was 
born an intense concentration of interest in 
the personality of the leader and a very 
meager concern for those who are led. Leader- 
ship began to develop a mythology and folk- 
lore all its own; the leader was depicted as a 
sort of preternatural, puissant superman. We 
may still find amusing survivals of this fetish 
in the profiles, vignettes and character studies 
of outstanding figures in business and finance 
which occasionally appear in popular maga- 
zines. On the whole, the effort to transform 
leaders into daemons or demigods is passé. 
The public in a democracy may put a prem- 
ium on genuine leadership but it is suspicious 
of supermen. They have destroyed too much 
of civilization in our century. It is no longer 
a sign of health or stability for any institution 
to become the lengthened shadow of one man. 


Leadership Based on Service Today 


Today we appraise the qualities of leader- 
ship, not in terms of fictitious indicia of 
preternatural power or mythical personality 
traits, but in terms of the leader’s effective 
service to his followers. Our test is simple: 
Has a given man or women the talent and 
the power to evoke from those who are as- 
signed to follow him the maximum wholesome 
realization of their best capacities? If so, he 
or she will earn the status of leadership. The 
hallmark of true leadership in our democratic 
society, whether it be in politics or private 
industry, is a faithful and just stewardship of 
the talents of those who are led. The leader 
holds in an exalted trust the God-given apti- 
tudes of his followers. 

Leadership is not the manipulation of indi- 
viduals as cogs in a machine. It is the encour- 
agement and stimulation of the creativeness, 
the energies and potentialities of individual 
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human beings. People are not the raw material 
out of which the leader forces results. They 
are not pawns in the leader’s game. They are 
collaborating creators under the leader’s stim- 
ulus and inspiration, striving to achieve the 
perfection of their own personalities in the 
total good associated performance and achieve- 
ment of the group to which they belong. 

If we seriously entertain this fiduciary con- 
cept of leadership, certain corollaries follow 
from it with respect to the manner in which 
the leader performs his trust. They are the 
following: 

The great virtue of leadership is Justice. 

The right temper of leadership is Moder- 
ation. 

The most challenging task of leadership is 
Education. 


Justice—Great Virtue of Leadership 


Justice is the Alpha and Omega of true 
leadership. The unjust steward cannot expect 
or elicit the best from his subordinates. In- 
justice is the most insidious temptation of 
modern business leadership, particularly be- 
cause it wears an infinite number of disguises. 

One familiar and peculiarly reprehensible 
violation of justice is the practice, often in- 
dulged in, of assigning a subordinate a stated 
objective with utter indifference to the ade- 
quacy or availability of his means to accom- 
plish it. “Get this done” says the peremptory 
chit from the leader’s desk. “He did not 
produce” is the verdict when the result is 
not forthcoming. This procedure frequently is 
defended as coming under the heading of 
delegating responsibility, but it is in truth 
an evasion of responsibilities. A just leader 
gives no assignment in heedless ignorance of 
whether it is within the power of accomplish- 
ment by reasonable and legitimate human 
effort. The process of carelessly or callously 
demanding the impossible is a species of arbi- 
trary power and cruel tyranny. It is an abuse 
of trust. There is a strong element of moral 
cowardice in the leader who issues the edict 
that a certain result must be accomplished, 
when he realizes that his followers have a 


choice of trying legitimate means to the end 
and thereby failing, or using doubtful or im- 
proper methods and thereby succeeding. The 
real leader assigns no objective which is be- 
yond accomplishment by proper activity be- 
cause he has intelligence enough to know that 
his subordinates are not magicians and man- 
hood enough not to wish to destroy their 
character. 

Another abuse of trust and failure of justice 
occurs when promotions and advancements 
are accomplished or denied by the directive or 
recommendation of leadership because of fac- 
tors entirely extrinsic to merit or performance 
within the organization. When the leader se- 
lects men for promotion he exercises a judicial 
function. He must be just. He must face his 
prejudices, predilections and preferences, put 
them to one side, and decide each case on its 
merits. Morale is corroded and organization 
demoralized when the leader’s caprice, rather 
than his judgment, becomes the standard of 
reward or rebuff in the ranks of his followers. 


Vertical Loyalty Results 


This same attribute of justice in leadership 
produces throughout any organization the 
quality of vertical loyalty—loyalty up and 
loyalty down—loyalty from the field forces to 
the home office and loyalty from the home 
office to the field forces. A very wise and 
respected retired senior officer of the United 
States Navy with no personal axe to grind, 
the retired Commander of our Asiatic Fleet, 
Admiral Harry E. Yarnell, in reviewing a 
book on the Pearl Harbor disaster said it was 
a classic instance of the disastrous conse- 
quences which result when this reciprocal and 
bilateral loyalty is wanting in an organization. 
He believed that our leaders in Hawaii did 
not have the benefit of that active, concerned, 
energetic loyalty which was due them from 
their superiors in Washington; and that, as a 
consequence of this deficiency, much informa- 
tion available in Washington and necessary 
for the proper disposition of our forces in 
Hawaii never reached the field. Any organiza- 
tion—amilitary, political, business or financial 


—which emphasizes only the loyalty due from 
subordinates and ignores the loyalty due to 
subordinates, courts disaster. The loyalty of 
forces in the field undergoes a slow attrition 
when it meets an attitude of indifference as to 
its needs and welfare in general headquarters. 
The situation deteriorates to outright demor- 
alization when general headquarters adopts a 
policy of always ascribing the failure of any 
objective to alleged deficiencies in the field. 
When top leadership is conscious of the re- 
sponsibilities of justice, loyalty pulsates and 
vibrates like an electrifying force, back and 
forth, from general staff to field and from field 
to general staff, energizing and unifying the 
whole organization with a dynamic and inte- 
grated cohesion of purpose. 


Moderation—Right Temper of 
Leadership 


If the great virtue of leadership is justice, 
the right temper of leadership is moderation. 
Some business leadership today is afflicted 
with St. Vitus’s dance. There is a cult which 
has associated executive ability with feverish 
activity whirling in all directions at high 
speed and under intense pressure. Modern 
business life makes enough harassing demands 
on the physical energies of men without the 
necessity of creating artificial hubbub and 
synthetic furore. Leadership demands periods 
of thoughtfulness and meditation when the 
detached mind can formulate long-range ob- 
jectives, and achieve correct evaluation of 
past accomplishment. There is such a phe- 
nomenon as being so busy we have no time to 
think, to lead or to live. Professor Whitehead 
has wisely observed: “If we wait for the 
necessities of action before we commence to 
arrange our ideas, in peace we shall have lost 
our trade, and in war we shall have lost the 
battle.” 

A genuine executive has more to do than 
merely furnishing the momentum which keeps 
his organization spinning like a top. He must 
see its organic life steadily and see it whole. 
Activity for activity’s sake, mere bustling for 
its own sake, is not progress. Any man with 
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authority, a desk buzzer and a telephone can 
stir up activity; only a man with power, a 
chance for thought, self-scrutiny and reflection 
can guide or evoke intelligent action. 

Many of the independent advisors of large 
business organizations today, whether they be 
lawyers, doctors, scientific consultants or pub- 
lic relations counselors, observe a good deal of 
unnecessary strain in business life arising 
from highly factitious and synthetic crises. 
How frequently someone near the top in the 
corporate hierarchy expresses a wish that a 
certain result be accomplished promptly; how 
frequently the man next in command auto- 
matically transmits that wish without entering 
a reasonable demurrer or having a discussion 
of the time element involved with his chief; 
and then what a chain reaction of tumult and 
turmoil ensues, with its unnecessary wear and 
tear on the normal life expectancy of valuable 
men! The capricious use of human resources 
is worse than the dissipation of corporate 
assets because men are not things. 

The spirit of moderation does not place un- 
due stress on rapidity of decision and accom- 
plishment. Real decisiveness is not found in 
peremptory, abrupt, rapid, intuitive actions 
which are sometimes considered to be the 
essential characteristics of the “dynamic” 
executive. Deliberation, serenity, the attri- 
butes which a poet classified as “unperturbed 
pace, deliberate speed, majestic instancy”— 
these constitute the moderation of leadership. 


Education—Most Challenging Task 


The most challenging task of leadership is 
education. The notion of the leader as a 
teacher at first blush seems novel. Yet the 
faculty of being able to educate and the ability 
to lead are very closely related. Education 


comes from the Latin word “educere,” to lead 
forth, and in its very root meaning signifies 
the capacity to draw forth, to develop the 
basic resources of the individual human person. 

Leadership has the same dedicated purpose. 
To act for a goal of our own choosing is a 
unique human prerogative. Other things and 
other creatures may be propelled toward a 
goal by the drive of physical necessity or of 
animal instinct, much as an arrow is shot 
towards a target by the impulse and aim of 
the archer or as a dog reaches for a bone. But 
men direct their action toward a goal with 
conscious motivation, for men are in control 
of their actions. 

One of the high functions of leadership, 

therefore, is to translate the goal of an organi- 
zation into such concrete and stimulating terms 
that those who are led will not only perceive 
the validity of the group objective for the 
organization as a whole, but also see in its 
accomplishment a way of honorable self-ful- 
fillment. You cannot induce men who are fash- 
ioned in the awesome image of their Maker 
to work happily for purposes which they can- 
not understand, or to become reconciled to 
viewing their life work as merely part of the 
ceaseless grinding of a giant machine. Human 
dignity requires worthy ultimate ends for hu- 
man striving. The educational task of leader- 
ship is to raise the aims of human effort from 
the plane of the humdrum, the routine and the 
impersonal and to place them on a level worthy 
of the dignity and integrity of the individual 
man. 
Here, in this challenging educational aspect 
of leadership, truly inspiring leaders disting- 
uish themselves from the ranks of mediocre 
bosses or routine executives and scale the 
heights of superb achievement. 
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Michigan Business Indicators 
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POWER CONSUMPTION-—Industrial power consumption rose to an all-time high in January. 
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J MICHIGAN EMPLOYMENT-—Total employment drop in December and January as 
housewives and students left temporary Christmas : 
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announces the Tenth Annual Summer institute 


Survey Research Techniques 


@ The Survey Research Center-of the University of Michigan will hold its Annual 
Summer Institute in Survey Research Techniques for the tenth consecutive year. 
The regular session of the Institute will be held from July 22 to August 17 with an 


introductory session from June 24 to July 19, 1957. 


- © This Institute is designed to meet some of the educational and training needs of 
men and women engaged in business and governmental research or other statistical 
work, and graduate students and university instructors interested in quantitative 
research in the social sciences. 


@ The pogrom ofthe regular sein wil include special presentation ofthe Cent 
on-going research and the offering of three courses in survey research techniques B ; 
which can be elected for graduate credit. These courses are: 7 
e Workshop in Survey Research Techniques a 
e Methods of Sampling in Survey Research 
e Survey Research Metheds 


Two introductory courses will be given during the June 24 to July 19 session. These a 


e Introduction to Survey Research 
e Analysis of Survey Data 


the University (June 24 to August 17) ‘to register for a sequence of introductor 
and advanced courses. 


e All courses are offered in conjunction with 
Bachelor's Degree, or do not wish to take the courses for credit will be granted admission on the baad 


Graduate School. 
INTRODUCTORY SESSION JUNE 24—JULY 19; INSTITUTE JULY 22—AUGUST 17, 1957 


@ For further information write to the Survey Research Center, University of Michigan, Ann Arbor, 
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